
October 22, 2021 

The Honorable Gary Gensler  
Chairman 
U.S. Securities and Exchange Commission 
100 F Street NE  
Washington, DC 20549-1090  

Re: Need for Rule 15c2-11 to Exempt Fixed Income 

Dear Chairman Gensler:  

The American Securities Association (ASA)1 writes to express our concerns about U.S. 
Securities Exchange Commission (Commission) Rule 15c2-11 (the Rule) and its application to 
the U.S. fixed income markets.  To be clear, ASA supports Rule 15c2-11 and the increased 
transparency it provides to retail investors in the over-the-counter (OTC) equity market.  

However, the Rule was written in the context of OTC equities and does not account for 
differences in how the fixed income market functions, making it virtually impossible for fixed 
income market participants to comply with. Unless further action is taken by the Commission, 
the Rule will impose significant disruptions upon an otherwise well-functioning fixed income 
market.2 Specifically, the Rule would cause a reduction in quoting activity, which will reduce 
liquidity and market transparency for all fixed income market participants, an outcome the 
Commission certainly did not intend. 

The ASA has always supported enhanced transparency in the fixed income markets, but we 
believe the Commission’s operational application of the Rule in this context may not have been 
fully considered. As a result, we ask the Commission to exempt the entire fixed income market 
from the Rule’s requirements. 

Application to OTC Equities. 

The Rule is clearly written to focus on retail OTC equity markets, which do not operate in the 
same way as fixed income OTC markets. In fact, Rule 15c2-11 has been around for nearly half a 
century and has never been previously applied to fixed income, and the Financial Industry 

1 The ASA is a trade association that represents the retail and institutional capital markets interests of regional financial services 
firms who provide Main Street businesses with access to capital and advise hardworking Americans how to create and preserve 
wealth. The ASA’s mission is to promote trust and confidence among investors, facilitate capital formation, and support efficient 
and competitively balanced capital markets. This mission advances financial independence, stimulates job creation, and increases 
prosperity. The ASA has a geographically diverse membership of almost one hundred members located in every region of the 
United States. 
2 “A Big Bond Market Headache, Courtesy of the SEC” Bloomberg (Sep. 16, 2021), 
https://www.bloomberg.com/opinion/articles/2021-09-16/a-big-bond-market-headache-courtesy-of-the-sec  
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Regulatory Authority’s (FINRA) rules related to Rule 15c2-11 only apply to OTC equity 
securities.  

Rule 15c2-11 and its amendments were designed to address fraudulent behavior associated with 
retail investors trading in the OTC equity market. This market, unlike the fixed income markets, 
has a large number of retail investors and has been plagued by a history of fraudulent activity. 
The Rule text explicitly focuses on the need for additional disclosure in the OTC equity markets 
to deter fraud in those securities and we commend the Commission for taking this important 
action to protect investors. 
 
Though the fixed income markets have evolved significantly over the past several years, this 
evolution does not mean the OTC fixed income market operates like OTC equity market. Thus, 
extending the Rule to the fixed income market without any detailed discussion or analysis of its 
impact on that market and its participants seems unwise.3 
 
Fixed Income Market Protections. 
 
Fixed income retail investors are protected by numerous rules and regulations from the 
Commission, FINRA, and existing state laws. These existing and appropriately tailored 
requirements guarantee that fixed income investors have the necessary disclosures they need to 
make informed investment decisions. Consequently, given the mosaic of rules currently in place 
to protect investors, we question whether the Rule should even be applied to the fixed income 
market.  
 
The Commission did not point to any evidence of fraudulent behavior in the OTC fixed income 
markets because existing regulations have protected fixed income investors. Unlike the 
numerous examples of harmful conduct that led the Commission to amend Rule 15c2-11 for the 
OTC equity markets, a well-reasoned and data-driven justification for this Rule to apply to fixed 
income was noticeably absent from the proposal and the final Rule.  
 
Conclusion. 
 
While we are appreciative of the staff no-action letter delaying the application of Rule 15c2-11 
to fixed income, we don’t believe the three-month delay is sufficient.  
 
As Commissioner Peirce noted in her statement regarding the staff no-action letter, “[a] task of 
this importance, however, deserves careful consideration and engagement with investors, issuers, 
broker-dealers, and trading platforms, and the general public, through notice-and-comment 
rulemaking, not rushed implementation of an ill-tailored rule under the threat of a fast-
approaching regulatory deadline.”4 

 
3 See e.g. Commissioner Peirce statement from September 24th: https://www.sec.gov/news/public-statement/peirce-nal-rule-15c2-
11-2021-09-24 
4 Id. 
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https://www.sec.gov/news/public-statement/peirce-nal-rule-15c2-11-2021-09-24


 

 

 
Accordingly, we request the Commission immediately act to exempt fixed income securities 
from the Rule’s application and then determine through a notice and comment period and a 
detailed cost-benefit analysis whether any aspect of the Rule should apply to the fixed income 
market. 
 
The ASA welcomes the opportunity to work with the Commission on this matter, and other areas 
to improve transparency and investor protection in our capital markets.   
 
Thank you for your consideration of our comments.  
 
Sincerely, 
 
 
 
Christopher A. Iacovella 
Chief Executive Officer 
American Securities Association 
 
  
Cc: Commissioner Hester M. Peirce 
       Commissioner Elad L. Roisman 
       Commissioner Allison Herren Lee 
       Commissioner Caroline A. Crenshaw  




